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Warehousing Issues 
Issues on warehouse efficiency and attributes (operations, 
layout, HCM and MIS) are specifically but not 
comprehensively studied until after the business 
globalization process takes. The problems keep on 
developing and continuing with the evolution of logistics 
roles that became more complex, which took place actively 
after the 1990s. This especially became critical within the 
last two decades in the supply chain networks, in which 
warehouse has become an integral part of the major 
logistics service providers (Adam, 2012) 
Warehousing Issues 
Warehouse efficiency has now become a core competency 
or a strategic weapon that many companies use to 
enhance their positions in the market. At the same time, 
warehouse efficiency is undergoing unbelievable challenges 
that make its practice to strive for excellence become 
harder to achieve. Warehousing before this has been 
viewed as a supportive industry to other functional areas, 











Over the past three decades, the logistics industry (as warehousing is one 
of the major service providers) in the State of Penang is becoming more  
competitive and challenging since the past few years. 
 
It accounted about 5 – 6 percent of the total cost of a manufacturing 
establishment, played an increasingly crucial role to support a company’s 
business  objectives and competitive strategies.  
 
Extending sizeable influence on the supply chain with fast growing 
globalized nature of business, trade, manufacturing, procurement and 
distribution.  
 





Penang Logistics Issues 
Growing trend of the MNCs manufacturers to outsource their supply  
chain management to third party 
 
Focus on their core  manufacturing activities  
 
Reduce their space / land constraint.  
  
Resulting to:  
 
Upgraded to the extent to provide bonded warehouse facilities, equipped 
with high-tech security system and WMS / RFID,  
 
Offer direct link to their MNCs customers, who could track their cargo 
movements along the shipment.  
 
 
Penang Warehouse Issues 
 BPO 
 
Business process outsourcing (BPO) is the contracting of a 
specific business task, such as payroll, to a third-party service 
provider. Usually, BPO is implemented as a cost-saving 
measure for tasks that a company requires but does not 
depend upon to maintain their position in the marketplace.  
 
BPO that is contracted outside a company's own country is 
sometimes called offshore outsourcing. BPO that is contracted 
to a company's neighboring country is sometimes called near 
shore outsourcing, and BPO that is contracted with the 
company's own county is sometimes called onshore 
outsourcing. 
 





The 6 strategic thrusts are formulated in the 3rd Industrial 
Master Plan:  
 
(i) creating an efficient and competitive logistics industry 
to support the country’s industrialization efforts;  
 
 
Note: For more details measures of each strategic thrusts, 
kindly refer to the Third Industrial Master Plan, 2006 – 2020.  
Approved Manufacturing Capital Investments, 
Penang, 2005-Aug 2012 
 
Source: Penang Monthly (Jan 2013) 
Economic Activity Contribution to Penang’s 
Economy (%) 
Source: Penang Monthly (Jan 2013) 
Number of Employed Persons By Main Industries in 
Penang, 2001 - 2011 
Source: Penang Monthly (Jan 2013) 
 
 
Penang Top 5 Categories Exported, Jan - June 2012 
 
Source: Penang Monthly (Jan 2013) 
 
 
Penang Top 5 Categories IMPORTED, Jan - June 2012 
 
Source: Penang Monthly (Jan 2013) 
Penang Cargo Throughput (‘000 Tonnes) 
Year Export Import 
2008 11,646 14,011 
2009 11,008 13,244 
2010 13,131 15,795 
2011 13,340 16,049 
2012 13,409 15,918 
Source:  Department of Statistics, Malaysia (2013) 
Penang Port: Arrivals and Departures of OCEAN 
going Vessels Engaged in International Trade  
      
Period Arrivals  Departures  
 No. NRT No NRT 
2008 2,538 16,684 3,075 20,224 
2009 2,798 22,399 3,374 25,910 
2010 3,296 39,328 3,597 42,277 
2011 3,099 38,049 3,512 43,341 
2012 3,333 40,976 3,317 40,787 
Source:  Department of Statistics, Malaysia (2013) 
NBCT expects to handle more container cargo in Q2 
BY DAVID TAN (THE STAR – 23 APRIL, 2013) 
 
    
GEORGE TOWN: The North Butterworth Container Terminal (NBCT) expects to handle 
more container cargo in the second quarter this year, due to the pick up in intra-Asia 
trade. NBCT chief operating officer Obaid Mansor said in an interview that the pick-up 
started this month. The projection for containerised cargo for the second quarter is 
333,500 TEUs (20ft equivalent units), compared with 287,006 TEUs in the preceding 
quarter. 
 
For 2013, the projection for container cargo is 1.3 million TEUs, up 11% from 2012.“The 
total FWT, comprising containerised cargo and non-containerised cargo, is 32.9 million, 
about 5% more than 2012,” Obaid said. 
 
Penang Perspectives 
A growing trend for MNCs to outsource their logistics activities, who focus on 
their core business, tap on the competencies of the 3PL providers, to gain cost 
effectiveness, and to have greater flexibility in their operations.  
 
To outsource supporting function, including logistics, to gain the economies of 
scale and expertise from 3PL providers in the growing of manufacturing 
expansion of productions, with investment on logistics facilities eg. IT 
(hardware) and SCM (software). 
 
To cope with having bigger storage space for their increasing tactical stock 
versus to improve the inventory turn with rapid physical distribution cycle with 
efficacies.  
 
By outsource to third party, they will minimize these investment risks. In 
another word, outsourcing provides companies with greater operational 
flexibility, in case there is any economics downturn. 
Penang Perspectives 
Main practices by some aspects of production WIP and supply chain, include 
transportation, are outsourced almost in total by local physical distribution & 
transportation, warehousing & consolidation and back-end process like simple 
assembly, picking, kitting, and packing.    
 
Eg 1: back-end assembly of mobile phone in an international 3PL service 
provider hub in Singapore; Personal computer kitting that is consolidating of 
monitor, CPU, mouse, keyboard, speaker, DVD by an international 3PL and LSP 
hub in Penang.  
 
Eg 2: some MNCs emphasize on IT products related capability and real time 
transaction tracking from point to point for order fulfillment, thus making the 
3PL or LSP to make large-scale investments in IT  and consistently upgrading it.  
 
This resulting to 3PL or LSP to engage in supply chain planning directly with 
their MNCs clients on a global basis in order to meet and participate in a more 
stringent and competitive global market environment. 
Suggestions 
 
The logistics planners and local operators have to position themselves 
to become global service providers in this fast and volatile changing 
and competitive business.  
 
To create a complete, interactive and efficient e-logistics infrastructure 
will enhance the logistics development and to create a competent 
personnel for the industry (which we are lacking behind to others), for 
greater exposure of international logistics standards. 
 
Legal burden on logistics warehousing and other LSP need to be 
simplified and efficient. Eg: Customs & Excise procedures and practice. 
 
Government(s) role(s) to bring in more investments (or FDI) to ensure 
the continuous support of the warehousing (3PL and LSD) through the 




With other trades agreements in the making and 
importantly AFTA realization, a single market and 
production base with free flow of goods & services, 
skilled manpower, and capital & investment, is a 
great challenge. Such challenge on regional and 
global cooperation in logistics industry is now 
becoming the main focus in the current multi-
lateral trade environment for Penang as major 
leading northern hub. 
 
Quote 
With the globalized business getting more competitive and 
volatile, the functions of warehousing realistically could not 
be denied of its crucial role. The remarks circulating in the 
industry among the practitioners that a warehouse is liked a 
“bank” and “heart of the factory” only speaks volumes of its 
contributions to the manufacturing firms or any 
organizations in the industry (Adam, 2012). 
 
